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British shaping up new pol icy 


The foreign Of Vice 
on the Italian colonies q 
j ndeoendence for Libya v/i 
evitable . Aside iron var 
oedure, however, the carr 
faces a major obstacle ui 
French relations* The Fr 
independence because ox i 
Africa; and no result is 
attempts to coax or shoe;: 
7 ibya as inevitable and v\ 
rious reuercitssioiib m 


, changing direction in its thinking 
;uest ion,* now tends to support early 
th an air of running to meet the in- 
•ied cLiQ'i cutties as to timing andnro- 
gy mg out o ills nascent policy still 
r the effect it would have on Anglo- 
'oncii remain strongly o mosed to Libyan 
.to anticipated impact on French North 
vet discernible in n aris from British 
: then into accenting an independent 
dicing consonuer.t preparations to avoid 


hortn Africa 


25X6 


It is difficult to see, 

however, \ hat compcnsa ting concession the British can offer to 
obtain French cooperation. 


Meanwhile , Foreign Office sn 
subsidiary Questions of .* more 1i rec 
and of the pattern of Li cyan m tty, 
point to a federation of Cgronaica 
oral favoring the l;S\!s keeping a ir 
ters as they arise. It is on .vv.cn 
nor; arrears to be giving any scriou 
Government views, believing “nat tv, 
t radio t ions'* and that in part.tou.iai 
nrouosal of independence in six won 
ran id timetable. There are m Ucat 
riant to keen overt Italian protest 
possible, bring I tail an m.f.xuence ■ 
on the French. 


Weekly lie T.\ 11 July 


ecialists are studying the 
ise date for independence 
inclining on the latter 
ana Tripolitania but in gei- 
ee hand' to decide miner mat- 
questions only that the UK 
s consideration, to Italian 
ese views are full of con- 
tne recently intimated Italian 
.the would set up a much too 
ions, however, that the British 
to a minimum and, if at all 
o bear as a moderating force 


Approved For Release 2001/09/03 : CIA-RDP79-01090A0001 00070005-9 




Approved F^hB^lease 2001/09/03 : CIA-RDP79-01 09(^001 00070005-9 



~p„ 


Rising prices 


set 


off snate of ware 


denands 


The latest 
ware Indices will 


pun i. ; 

, 1 r 


sired figures of the retail -or ice and 


no *e difficult the Trades’ Union Congress’ 
(TUG) efforts to obtain wholehearted support for the Govern- 


ment’s stand- still wa u policy 
from 109 in A nr II to 111 in 
the index of’ nape rates remained at 
only pave support to the Governments 
standing that prices would be brought 
denands .for ware increase?? to offset 


The retail 


price index rose 

) 


one 194? annals 100 } while 


do far, there has not 
1949, but many unions 
annual summer con fere 
pending railwaynen f s demand, 
made by brie flayers, teachers 
boot and shoe operatives, shipbuilders 
service workers* In an evident attempt 


Since many trade unions 
wage policy on the umber- 
dorm, there may be renewed 
rise in living costs, 
been any spectacular advance in wages in 
passed resolutions for increases at their 
ices, at the present tine, besides the 


ilo.ii! 


ban]: 


or highe 
;orkers, post 
and engineer: 
to show Its 


wages have been 


of fie e 


workers . 


cut consumer prices 
bring little relief 


over high costs, the Govern ent has 
utility items. This Is expected to 
Until the TUG can convince the labor 
increases can only be Justified by greater output per rna 
(which is the Government* s express policy) there will be 
content and agitation- 


, and civil 
concern 


H., 

'-auk 


and file 


on a few 
, however, 
that wage 
nan 


The dollar deficit in 


seal 


Britain’s submission cm 25 July of a new estimate of 
its fiscal 1950 deficit should not: have surprised the other 
OEEC countries, except perhaps by its size. The UK delegation 
had indicated a month before that a revision would be forth- 
coming. 


It is noteworthy, howcu 


* r p 
- - i 


"hat: (a) 


„ h , , — -- — *• * - -■ a -**•■-* « • \ — / «*«-0 revised deficit 

ox <>1,578 million, exclusive of KCA aid, is nearly double that 
originally estimated j (b ) it is based, on no reduction of tin 
import program, and thus 
cut: and (c) despite the 


leaves out of account the recent 25 
size, it is substantially below the rate 


jficit established during' Anri 1- June 1949 which, converted 

alarming G2,4()0 million. The new 


to an annual basic, was aj 
estimate therefore nay inc 
Cabinet, the prospects fot 
fiscal 1950 


figure for the second 


icat 

c that 


v i rn ■ 

ted 

sharp] 

i see 

c owin . 

ge t 

o the 

ter 

of 194' 


during 


’.rca exports to the US d 

have deteriorated sharply, the import program can 
iot, to any extent, be revised downward ( apart from the tempo- 
rary 25£ cut) without damage to the economy, and the high deficit 


does not set a trend or 


pattern for the next twelve months . 
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This latest British move in the OEEC, vMle fully justi- 
fied, may nevertheless create a crisis atno sphere among the 
wartieioating countries, OSEC : .machinery may be severely tested. 


4. Anrlo-Soviet trade development 

The latest development in the current Anrlo-Soviet Trade 
negotiations is a request by the Soviets for 3000 tons of tin, 
a relatively unimportant amount of a strategic . commodity. Tin 
is presently subject to allocation by the Combined Tin Control, 
but'*’ will probably not remain so after the end of 1949. Thus 
the British have good grounds for refusing the Soviet demands 
only until 1950. But they fear that, if the Soviets insist, 
continued refusal may inner il the whole trade agreement and 
the coarse grain contract, which involves one million tons of 
barley, corn and outs. 



example of the manner in which the Soviets can amply pressure 
to obtain strategic commodities. A3 Britain’s economic condition 
further deteriorates the pressure will become greater and stra- 
tegically desirable policies of tho US could be undermined. 

5« Concer n over An glo-US relations 

There is a growing feeling that Anglo-US collaboration 
is In need of candid review. Responsible British press comment 
is beginning to express concern over current relations. Britain’s 
deepening dollar crisis, the uncertainty of Congressional approval 
of the military aid urogram, and forthcoming An^lo-US-Canadi an 
discussions on future collaboration on the atonic bomb are ruf- 
fling the waters of Anglo-U r amity at a time when Soviet pressure 
on Western Europe has been temporarily relaxed. 


Failure to agree soon on mutually acceptable Anglo-US 
economic and military formulae will not fundamentally alter 
Britain’s present foreign policy although it would obviously 
affect her’ value as an ally. It \;ould, however, revive British 
fears of US isolationism and make the UK more obstinate in its 
dealings with this country. 
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EnG operationa l battleships in peacetime 


The Admiralty decision to replace Britain’s operational 
battleships v.dth smaller vessels is the result 0- s trategic 
and manoov/er requirements. Operational experience fame 
during the last war, plus the inevitable postwar manpower 
shortage, as apparent in recruiting and re-enlistnen ; or 
casts, °hn.ve necessitated a revised naval policy enpnasizing 
I i -ht mobile task ■‘‘orces built around carriers, in contract 
to' the traditional huge battle fleets vrith their large comple- 
cts of me n. Because o" economic recovery priorities and a 
os ire to await results of an inters! Tied research and develop- 
ment nrorram. naval construction since the v:ar has oeen meager, 
\Zt concentration on smaller vessels is evident in the launchings 
which have occurred, and in the scramming or sale to other 
countries of large obsolescent ships* 


Although the announcement of the policy shift 


received 

considerable publicity, little note v/as taken of its anti- 
climtic implementation involving, ( as it does, the transfer 
of the only currently operational battleship to Training 
Squadron. Of Britain’s five battleships, two will oe used ? 
training and three will be m reserve, but at short notice . 


CCB'- OiriBALTIi L dHRE 

7„ Colonial Africa becomes target of more Soviet activity 

The recent stepping up of Radio . oscou’s anti-colonial 
propaganda campaign lends some credence _ to the belief expressed 
last v'eeh by British ’Vest African officials ^ that lext-v/ing 
nationalists in the r-old Coast are nor: receiving Communist 
mat '-.rial and money from sources in the French Ivory Coast, tne 
Belgian Congo and” Ethiopia* Up to this time the Cola Coast 
nationalists T Communist contacts have been entimateo^^s olijit 
and mainly throu.h certain London associates o, t^e Marxist 
influenced leader, ICrami hhnrrah. If *rue, this new report sug- 
gests that the USSR, concerned about the growing economic im- 
portance of colonial Africa to the Lest, is becoming more active 
In fomenting political unrest among Africa’s native populations* 
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3* British co unt on colonies to help in economic recover y 

Measures to raise the level of Production in the de- 
pendent empire, although of little help in meeting Britain* s 
immediate dollar difficulties, are one of the major hopes of 
British planners in their efforts to solve the UK's lone term 
payments problem Despite the largo, untapped resources of 
many of the colonies, however, the amount of money the British 
Treasury has devoted to colonial development is not great : 
the total allocations under the Colonial Development and Welfare 
Act from 1945 to date cone to £64 million, v/hich is roughly half 
the sum the U° Government is estimated to have poured into 
Puerto Pico during the Roosevelt Administration* (Additional 
funds have, also, been made available through the Colonial 
Development Corporation, with an authorised borrowing capacity 
of £110 million, and the Overseas Foods Corporation, with £55 
million.) The limiting factor during most of this period has 
been sterling area scarcities of raw materials, capital goods, 
and technicians. 

The alternative possibility of speeding up the econoraic 
development of the colonies by large scale US private invest- 
ment has, nevertheless, not aroused any marked enthusiasm 
among UK officials. Though welcoming EGA aid and expressing 
an interest in limited American private investments, officials 
have indicated that their main reliance for non-British capital 
in the colonies is on loans from the International Bank, The^ 
probable reasons for this are nixed. Besides the obvious desire 
to retain profitable investment opportunities "or British use 
and to avoid additional dollar payments difficulties in the 
future, there seems to be a real concern about the possible 
social and political consennences of a too swift economic develop- 
ment. Colonial Office spokesmen have more than once emphasized 
that a more rapid utilisation of colonial resources would be 
possible, but have simultaneously indicated their intention to 
avoid the sort of vnbalanced economic development which has 
brought "colonialism" into ill repute in much of the world. '.1th 
the UK's large stake. in colonial development, and with sundry 
native nationalisms already hypersensitive about the "exploitation 
of their territories by the white man, the British Government 
feels that it can not risk the quick profits of uncontrolled 
colonial investment. ♦ 

g 0 Governors reforms r aise s torm in the Seychellois teacup . 

In the small Seychelles Islands 1000 miles from Africa 
in the Indian Ocean, the Colonial Office is again* umpiring a 

* Cf. 2g^i / ^^i^ R EfZg-° 10 90A 00010007000 5-9 

commTiAL 
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feud between a high- dueled Governor, intent upon establishing 
the Labor Party 1 s brand of democratic socialisn, am 1 a small 
white aristocracy 100 years behind the tines and in no hurry 
to catch up. Since his appointment as Governor in 10*17 after 
a distinguished v/artine medical career in Hong ong, Dr* Selryn- 
Clarke has (!) introduced a constitution providing for the 
islands 1 first popular representation in the Legislative Council, 
(2) extended social services, (3) shorn a determination U 
eliminate the whites’ favorite s^ort of evading income taxes, and 
(d) wared a campaign arainst the strong- color bar, even appointing 
a colored man, ,r r. Collet, to high public office as Acting At- 
torney-Crieral, Legal Adviser to the Inland Bevonue Department, 
and nominated unofficial member of the Legislative Council. 

The whites, who number 1000 or of* of the predominantly African 
and Indian half-caste copulation of 35,000 are mainly cocoanut 
plantation owners of Drench descent and are more tradition- 
bound than most colonists because of their isolation. They 
strongly resisted the governor’s reforms, particularly the at- 
tempts to collect income taxes and lower the color bar and have 
petitioned London for his recall. Both .grievances are person- 
ified by Hr* Co llet, who has wrsueu ids successive appointments 
with great meal has especially exasperated the 

whites by chasing’ arrears in income taxes as ‘ar back as 25 
years* Lately the Governor seems to have restrained the more 
offensive enthusiasms of Hr* Collet. He has, however, been 
called to London, presumably to hear the Colonial Secretary’s 
Dutch-uncle talk designed to cautio ■ -.gainst an overrealous 
implementation of current Govern. ert policy in the colonial 
backwash of the Seychelles I Lands. 


riELAHD 


10* Government loses some round in its second Dail session 


The "os it ion of the Costello Go 
"lotion o" its second "o.rliarontnry t 
S' euro although less so t hrn a year ago 
oil lit ly increased social services "lus 
Ireland’s cr erall conomic situation ha 
xent, dos itc an only slightly reduced 
enplornent and emigration ‘iyires that 
the Be uLHc of Ire lane Act and its r " 
about a decline in popular enthusiasm T 
Act, the principal accomplishment of th 


ve rumen t at the corn- 
si on is still -’airly 
Tax reductions and 
a real improvement in 
ve p-vored the Govern- 
ens t of living and u.nt 
arc still high. Put 
arm. nth have brought 
or the Government. This 
recently concluded 
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session of the Dail, antnroniicd uro-Comonv;cnlth elenents 
.mediately, The Government later cane under fire from otiior 
groups v:ho felt that the Act was a tactical blunder in the 
anti- 'Partition campaign and that it was the direct cause of 
the Ireland. Bill in the UK, which reaffirnod Partition. 

The Parliamentary session opening 26 October nay pro- 
vide more serioi s threats to the Government * s slim majority 
since the maintenance of harmony among the various parties in 
’:he coalitio is becoming an increasingly delicate matter. 

One feature of the last sessio , of the Dail vias the Govern- 
ment’s tendency to r.void issues that would divide its labor 
and conservative elements* Some of these questions cannot be 
nut o'" much longer, and the Government will probably face a 
real test when the long-promised revision of health and social 
security legislation comes im for consideration during the 
next session of the Dail, 


r 5 fpnr^TT 

imdU i.: 


AI'fRlCAi: Division 


CAnADA 

1 « Canadian pla n s 'or Atlai t icy ’’’act ma rt ideation 

The Canadian Go ernment is believed to have formulated 
a plan whereby it can obtain military supplies for the strength- 
ening of its armed forces in eonsonance with the objectives 
of the North Atlantic T act . 

Committed to a policy of procuring military supplies 
from the US by purchase only, but practically prohibited from 
doing so because of the paucity of US dollars, the government 
a- parent ly wishes to revive certain of its f'orld ’ ,'ar II munitions 
industries for the production of a portion of its own needs* 

Since the small-scale armed forces of Canada cannot support a 
munitions industry, a surplus of production for export to other 
^act members would be generated, those countries paying for 
arms with dollars supplied by the US under its military assist- 
ance program* In turn, Canada would use these dollars* to pur- 
chase military equipment from the US, J §* , 

The Canadian Ambassador recently informed the State Depart- 
ment that his govern ;ent is not yet prepared to announce a military 
assistance program paralleling US Plans, but that Canada is fully 


ct 
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co ni tint of its ouli t . tio.is wider Article a of the Horth 
Atlantic fact, '/hen the Pact has eeen ratified and 
nlans ta,e shape, Canada nay be expected to propose its w i- 
ci-ation in the Manner out 1 1110a above. Its relatively h,. 

1 eveJ of oconony could Maintain a reasonaulc amount o. m 

manufacture, and US security nteneats nould 
be enhanced by putt in; Canada's var-tine production ...ciUties 
in a state o'" readiness. 
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T he United K ingdom's dollar imports 

The dependence of the UK uoon ionorts .from the dollar 
area regains the most troublesome feature of Britain’s wost- 
v;ar economic difficulties. Although other countries, such as 
Cuba, Mexico and the Dominican Republic, made important contri- 
butions, the greatest value of UK's dollar imports in 1948 was 
from Canada (£ 216. C ..till ion) and the US (£184.4 million)* 

The following table rives th-s major British dollar im- 
ports for the year 1948 (selected to avoid the seasonal factor 
reflected in the first half of 1949) and the percentage that 
dollar imports formed of the total imports within its category* 

M ajor UK Innorts in 1948, with the Percentage originating from dol - 
Tar sources - 


Con , odity 


Machinery 

Tobacco 

Electrical poods <• a-'naratus 
Non- ferrous metals 6, nfg 
Yeh iclcs 
Crain & I-lour- 

Of which Wheat 
'‘.heat Products 
Chemicals 
Wood & timber 
Iren & steel mfg 
Mon-metalliferous mining and 
quarry p r odu c t s 
Mfg of wood & timber 
Miscellaneous food 

Of which sugar & moluses 
Oils, fats, resins 
Paner & cardboard 
Cotton yarns & mfg 
Raw cotton 
Dairy products 
Paper making materials 
Hides & skins 
Meat 


Total imported 
^ m il lion 

■Ml. 8 

42.8 

2.6 

88.8 

11.7 

201.3 

tJ i 8 # 

n r ft 

■: - * ; 9 O 

31,4 

93.2 

19.6 

16.8 

12.3 

140.0 

64.0 

130.0 

24.3 

23.0 
106.7 

132.0 

52.3 

34.6 
125.6 


rf from Dollar 
sources ~~ 

75 

52 

r~ r 

53 

53 
43 
71 
70 

33 
36 
35 

34 
27 
26 

54 
23 
22 
20 
18 
16 
14 
13 
12 
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The British 


^ Government lias announced its intention oi 

cut tin/; dollar’" im/orts by $400 million in 1949-50, the chief 
cuts to be made in tobacco* tinier, paper ana wood pulp, raw 
cotton, non-ferrous metals, and sugar. The effect of these 
cuts on the two nain exporters of most oi these connodities, 
namely Canada and the US, and the oossibilitjr oi ueve loping 
alternative sources of UK suooly, are of interest* 


Tobacco 
worth of tobac 
the US supplied 
contributions, 
was the UK’s so 
land, India and 
and Turkey with 
however, only S 
cured or c 5 pare 
suitable for wi 


: Last year tho UK imported £42.3 million 
o, almost all unmanufactured* Of this total 
over half* with Canada and Cuba making small 
Of non-dollar sources Southern Rhodesia, which 
corn! largest supplier with £0.3 million, Ilyasa- 
^akistan to -ether with £4.0 nil 1 ion and Greece 
£1.3 million wore the most important. Of those 
ou thorn Rhode sin can offer the ore popular five- 
tte tobacco, the remainder surely inf: tobacco 
"■(?s or blends. 


Timber: Of the tot a.) o ’’ £91 . 
K in 1043 Tor timoer, £33.7 mil lien 


Trillion spent by the 
s "aid Canada and 

£7.0 million the US, +, cr a total of :.V , with Russia and Tin- 
land account in; J ‘or octrcen £13-14 million each, and Germany 
for £9,3 million. 


The most important, constituent, by value, 
the timber wroum is sawn softwood, necessary to satisfy the 
uv»s housing needs. Of this cowt oaity, with a value of nearly 


l-jv • i> uuuBuig act-uo. Of this core Oi.il, , - 

£45 million for 1943, Canada contributed 3-\ , Finland and bv/euen 


between them 40f, anu the US 10' • Canada as also the largest 
supplier of oitnroos arm sleepers, although Finland was almost 
as important. In the hardwoods, nowover, Canada and the US 
accounted for one third of the total, the balance being supplied 
by Nigeria, the Gold 


Coast, Kuro'-'e ana Burma, 


r a.per and wood pulp: Again the major sources of supply 
wore Canada, Finland, and "Sweden, although in this case of the an 
nual total of L58.2 million, Canada supplied 1HT and the US 
only about 


r r 1 


Raw cotton: The US was the only dollar source of rhw 

cotton in - FJ41T with a contribution of 18f of the total Britw 

imports. This comparatively low percentage is somewhat mislead- 
ing as the US was a heavy supplier of medium staple cotton and 
cotton linters, buth essential to the economic operation of a 
cotton textile industry. UK imports of medium staple cotton in 

crw?isPju T( yi 
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1940 totalled £63.7 million, which the Us supplied £17.5 
million or 27 r, '„ The two other major sources ’"ere Egypt with 
£03.0 million and Brazil with £11.5 million. (Tho proportion 
of US medium staple cotton has risen to 58 r ' in the first five 
months of 1949). 5G* of the total UK import ^ of cotton lint or s 

was US-suppliod in 1948 (the percentage has risen in 1949 to 

O'* r* \ 
o X } « 

Kon-ferrous metals: The principal source of non-ferrous 
metals ini 94 8 iva s" Ua'nad a 7 which provided 32f of the total; the 
US accounted for 15 rr , her them Rhodesia sent 33" and ^ Australia 
about 12?>. Tlie remainder came principally from Belgian Congo, 
Germany, and llcrway. As regards individual metals, Canada^ sup- 
plied virtually all of the aluminum imported; Canada o.na the 
US provided about two-thirds of the zinc, with Australia and 
Belgium the 4 :wo other principal sources; the US provided about 
29* of the electrolitic copper and Canada 27* (Northern Rhodesia, 
Belgium and the Belgian Congo together^ supplied. about 35"): 
Australia provided most of the lead, with principal dollar ex- 
penditures made in Canada and Kexico. 


Sugar: 


The UK imported £59 million worth of unrefined 
sugar in "19471, of which nearly £35 million was bought for dol- 
lars. Cuba was the largest supplier of dollar sugar with £23.8 
million. The chief non-dollar sources of sugar were Australia, 
the Mauritius, and the British * 'ost Indies. 

Besides demonstrating the extent o p the UK* s dependence 
upon dollar sources for raw materials the above study shows ^ 
clearly uoon whom the brunt of the proposed British dollar im- 
port cuts of 25T will chiefly ’'all . Of the six commodities 
selected by the UK for reduction in 1549-50 Canada was the main 
source of supply last year of three — tinier, paper and wood 
pulp, and non-ferrous metals. The US was the main supplier of 
two — raw cotton ana tobacco. 

Of those items, tobacco is to experience the full 25" 
cut, but it is unlikely that the imports of raw cotton can be 
considerably reduced for more than a temporary period during 
which stocks can be drawn upon without injurious results to the i 
British textile industry. The three Canadian commodities, however, 
are more easily replaced; rival sources in soft currency areas 
already exist 'in the timber and wood puIp industries and, to a les- 
ser extent, in non-ferrous metals. The UK will presumably care- 
fully consider the deleterious effect upon Canadian good-will of 
diversions from traditional trade relations, but the deepening dol- 
lar crisis may force the Government into such acts despite po sible 
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